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DILF and researchers from the Department of Entrepreneurship and Relationship 
Management at SDU in Kolding conduct for the sixth year a number of mini 
surveys focusing on different supply chain management issues. Respondents to 
these mini-surveys are voluntary senior managers from various Danish companies 
represented as the Danish Supply Chain Panel. This article presents the results of 
a mini survey which focuses on supplier relationship management.
SUPPLIER RELATIONSHIP 
MANAGEMENT IS IMPORTANT 
FOR COMPETITIVENESS BUT IT 
IS DIFFICULT TO MEASURE ITS 
HARD BENEFITS
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THE DANISH SUPPLY CHAIN PANEL
SURVEYS OF 2017:
1. Digitalization in the supply chain
2. Supplier relationship management
3.  Supply chain visibility and mindset
4. Cost to serve
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Alternatively, given that not all suppliers 
are capable of being a strategic partner, the 
sourcing function should redirect their fo-
cus from being a simple traditional routine 
towards being more strategic in identifying 
and bringing in appropriate suppliers so as 
to enable strategic collaboration. 
SRM – a value-added function
Supplier relationship management (SRM) is 
of course not a new paradigm; however, it 
has at all times remained embedded within 
the sourcing function. SRM is a systemat-
ic management of relationships among the 
buying firms and their supplier network. In 
general, it is more about coordination of ac-
tivities, collaboration and knowledge shar-
ing between the focal firm and their sup-
pliers. SRM deals with (1) the assessment of 
supplier’s capabilities in view of the firm’s 
overall business strategy, (2) decision on the 
activities to engage in with various suppli-
ers as well as organization, and (3) execu-
tion of all interactions with supplier net-
work to increase the value realized through 
the collaboration. Accordingly, SRM will 
indeed have a major impact on overall per-
formance as well as in achieving sustain-
able competitive advantage. On the whole, 
SRM is a value-added function that helps 
in developing collaborative benefits along 
with the supplier network through a more 
strategically focused sourcing function. 
This article attempts to shed some light on 
the understanding, importance and prac-
tice of supplier relationship management 
 
DET KAN DU LÆSE OM
 ❙ Hvorfor du aldrig bliver aldrig stærk, 
medmindre du har et stærkt forsynings-
netværk
 ❙ Virksomheders syn på, forståelse af og 
praktiske tiltag omkring SRM  
 ❙ Hvilke barrierer, der modvirker en større 
investering i SRM
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DENMARK AND ASSOCIATE PARTNER AT 4IMPROVE 
AND CHRISTOPHER RAJKUMAR, PHD, SCIENTIFIC 
ASSISTANT AT DEPARTMENT OF ENTREPRENEURSHIP 
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“…You will never become strong 
unless you have a strong supplier 
network”
Firms are becoming increasingly aware 
that they cannot execute all activities sole-
ly, and that they must collaborate as well 
as involve their supplier network to sus-
tain their competitive advantage. In addi-
tion, the complexity of the products, pro-
cesses and/or services along with the expec-
tations of the customers have significantly 
increased; this in turn has led firms to rely 
more on their supplier network. Further-
more, a high percentage of value-addition 
is done outside the buying firm and the 
suppliers are playing a significant role in 
developing products/processes/services. 
To put it simple, you will never become 
strong unless you have a strong suppli-
er network. Therefore, it is very important 
that firms identify the right suppliers who 
are capable and willing to participate in 
their efforts and subsequently involve them 
actively as well as strategically in order to 
develop new products, processes and/or ser-
vices of the next generation. For this rea-
son, the sourcing function should be strate-
gic in nature so as to understand the over-
all goals of the firm, identifying the right 
suppliers, involving and evaluating the sup-
plier network, and, ultimately, help firms 
in achieving sustainable competitive ad-
vantage along with their supplier partners. 
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between the perceived relevance and the 
actual practice of SRM. 
An effective practice of SRM will lead to 
long-term supplier relationship, and it is 
important for the sourcing department to 
be responsible for SRM within each organi-
zation to not only understand the impor-
tance and benefits of SRM, but also to ac-
tively practice SRM.
Few firms use a special model for 
SRM work
The respondents were asked whether their 
firms have any special model/methodol-
ogy for working with SRM (e.g. a segmen-
tation model as Kraljic, 1983); the results 
(see Figure 2) clearly indicate that they do 
not practice any distinctive model or meth-
odology for working with SRM (80 % of 
the respondents). On the contrary, there 
are very few firms (20 % of the respond-
ents) following a special model or meth-
odology for working with SRM. This could 
be an indication that in the future more 
firms might be using a formalized model or 
methodology for working with SRM. The 
benefit of using a specific model and/or 
methodology is that it can help structuring 
the work. Respondents who have answered 
‘yes’ were provided with an option to men-
tion the models or methodologies used by 
their firms. Some of the models or method-
ologies mentioned by the respondents were: 
among firms based on the results of the 
mini-survey of The Danish Supply Chain 
Panel. In addition, this article also exam-
ines a) the perceived relevance and current 
status of SRM; b) whether there is a special 
model/methodology for SRM; c) the degree 
of ability in measuring hard benefits of 
SRM efforts; d) the major barriers for work-
ing with SRM.
Perceived relevance vs. actual 
practice
To envision the practice of SRM, the re-
spondents were asked to which degree their 
companies understand the relevance of 
SRM and formally work with SRM. They 
were asked to provide their answers on a 
Likert scale of 1 (to a very low degree) to 5 
(to a very high degree). It is evident from 
Figure 1 that even though the firms recog-
nize the relevance of SRM (a share of 3.72); 
they are not formally/actively practicing 
supplier relationship management (a share 
of 2.80). Therefore, there is certainly a gap 
IS A SPECIAL MODEL/METHODOLOGY USED IN THE SRM 
WORK?





PERCEIVED RELEVANCE OF SRM AND ITS CURRENT STATUS
Figure 1.  Source: The Danish Supply Chain Panel
2,80
1 2 3 4 5
3,72
To which degree is the theme of Supplier Relationship 
Management relevant for your company?
To which degree does your company formally work
with Supplier Relationship Management?
Likert scale
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 ❙ Global sourcing model within our 
corporation
 ❙ Home made
 ❙ Microsoft XRM
 ❙ A combination of more models giving a 
company specific approach
 ❙ Kraljic's segmentation model as a basis for 
a differentiated approach to SRM
 ❙ Structured supplier evaluation
Furthermore, among the ten respondents 
who have mentioned that their firms fol-
low the Kraljic’s segmentation model, six 
respondents indicated that they use this 
segmentation model at the supplier level, 
one respondent indicated that they use it  
at the item level and three respondents in-
dicated that they use it at both the supplier 
and the item level.  
Challenges measuring the hard 
benefits
The respondents were asked to what extent 
their firms have the ability to measure the 
benefits of SRM efforts; from Figure 3, it is 
evident that they do not have adequate abil-
ity to measure the benefits of their SRM ef-
forts (a share of 2.28). While it could be as-
sumed that firms do understand the impor-
tance of evaluating the benefits of their hard 
efforts taken towards SRM, they might not 
have the appropriate capability in measur-
ing the hard benefits of SRM efforts. 
Firms need to realize that it is important to 
have adequate abilities to measure the ben-
efits of their hard work in order to appre-
ciate their efforts as well as to continuous-
ly sustain their performances. Some of the 
practices that are used to measure the hard 
benefits are:  
Reported practices used to measure 
the hard benefits of SRM
 ❙ Excel sheets
 ❙ Lead-times 
 ❙ Daily service
 ❙ Measured through stable supply, fast re-
sponses from suppliers as well as success-
ful strategy-execution and constant “cost-
out” benefits
 ❙ Manual list of delivery performance
 ❙ OTIF and cost
 ❙ Subjective evaluation on supplier/item 
based on six criteria, which are weighted 
among each other: price highest, cost re-
duction, delivery performance, product 
quality, dialogue, knowledge sharing
 ❙ Measuring the percentage of total spend 
which originates from strategic suppliers 
 ❙ NWC
 ❙ Money, supply ability, quality
 ❙ Change in supplier quality and delivery 
performance
 ❙ Change in estimated total cost of 
ownership
 ❙ Delivery performance, logistical costs, dif-
ferent performance measures
 ❙ Supplier performance on delivery, quality 
and financial risk
 ❙ Measured by subjective criteria
 ❙ Follow up on delivery security - develop-
ment in bonus - price benchmark
 ❙ We perform supplier audits
 ❙ Controlled price management
 ❙ Direct, easy and quick communication 
 ❙ Ongoing development of working 
procedures
 ❙ Number of meetings with suppliers,  
orders placed, and claims
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Not enough focus on the importance 
of SRM among the top management
To understand the picture concerning the 
organizational understanding of SRM, the 
respondents were asked to which extent 
the top management has focus on the im-
portance of SRM and the work on wheth-
er SRM is understood as well as respected 
within their firms. Figure 4 clearly indi-
cates that the top management does not 
focus much on the strategic importance of 
SRM (a share of 2.68) and the other func-
tions within the organization do not un-
derstand nor respect the work done towards 
developing SRM. 
It is important that the top management 
team should have a focus on the impor-
tance of SRM and support their firms in 
taking new initiatives towards the effective 
practice of SRM. On the other hand, even 
the other functions within the organiza-
tion should understand the strategic impor-
tance of SRM in order to respect as well as 
support the effective practice of SRM so as 
to increase the strategic collaboration with 
their supplier network.
‘Working differently’ is the main way 
of pursuing SRM practices
The respondents were asked to what de-
gree they pursue various SRM practices, 
and were provided with a list of various 
SRM practices. From Figure 5, it is evident 
that firms to a great extent work different-
ly (conscious about the time and purpose) 
with their suppliers depending on the seg-
mentation, for instance, standard (arms-
length), bottleneck, leverage and partner-
ship-like (a share of 3.08). Some of the re-
spondents indicated that they approach 
their suppliers differently based on a struc-
tured segmentation of suppliers (a share of 
2.90). In addition, respondents indicated 
that to an extent firms are working with se-
lected suppliers with whom they conscious-
ly accomplish supplier development efforts 
and cooperative product development pro-
jects (a share of 2.90). Apart from these 
practices, some of the respondents indicat-
ed that to some extent firms are evaluating 
the performance of their suppliers depend-
ing on the relationship (a share of 2.60), 
managing supplier risk management profile 
in relation to SRM efforts (a share of 2.58). 
DEGREE OF ABILITY TO MEASURE HARD BENEFITS OF SRM EFFORTS
Figure 3.  Source: The Danish Supply Chain Panel
2,28
1 2 3 4 5
To which degree are you able to measure the hard benefits of 
your work with Supplier Relationship Management?
Likert scale
ORGANIZATIONAL UNDERSTANDING OF SRM
Figure 4.  Source: The Danish Supply Chain Panel
2,58
1 2 3 4 5
2,68
To which degree does top management in your organization
have the necessary focus of the strategic importance of
Supplier Relationship Management?
To which degree is the work on Supplier Relationship
Management understood and respected from other
functions in your organization?
Likert scale
15    DILForientering   SEPTEMBER 2017   ÅRGANG 54
No standard time in updating SRM 
classifications
The respondents were asked to what extent 
their firms update the SRM classifications; 
the results (see Figure 6) clearly indicate 
that 48 % of the firms are updating only 
after one or two years, 24 % of the firms 
are updating every year, and 8 % of the 
firms are updating every six months. On 
the other hand, 20 % of the firms are con-
tinuously updating the SRM classification. 
This result obviously conveys that firms do 
not follow a standard time interval in up-
dating the SRM classifications. However, 
firms are operating in industries with dif-
ferent clock speeds which might result in 
different demands on updating the SRM 
classifications. 
Almost a third do not recognize the 
supplier network’s ability of value 
addition  
The respondents were also asked to what 
extent the value addition service is sourced 
from their supplier network. It is evident 
FREQUENCY OF UPDATING THE SRM CLASSIFICATIONS
Figure 6.  Source: The Danish Supply Chain Panel
There is 









DEGREE OF PURSUING VARIOUS SRM PRACTICES
Figure 5.  Source: The Danish Supply Chain Panel
Our product development function is proactively demanding
an overview of our company’s portfolio of SRM
Our top management is proactively demanding an overview
of our company’s portfolio of SRM
We systematically measure the value of our SRM efforts
We systematically analyze how our suppliers view us from a
relationshipmanagement perspective (e.g. how attractive are we 
for our suppliers?)
We work proactively with stakeholder management as an
integrated element in our SRM efforts
We operate with a conscious plan for
terminating supplier relationships
We make differentiated supplier risk management in
relation to our SRM efforts
We make performance evaluations of our suppliers differently
depending on the form of relationship we have with them
We operate with a differentiated / different degrees of information
management with our suppliers
With selected suppliers we consciously are doing joint product 
development projects (early supplier involvement)
With selected suppliers we consciously are doing
supplier development efforts
We approach our suppliers differently based on a structured
segmentation of suppliers
We work differently (conscious about the time used and to which
purpose) with our suppliers depending on which segment they do
belong to (e.g. standard (armslength), bottleneck,
leverage and partnership-like)
1 2 3 4 5
Our finance department is proactively demanding an overview
of our company’s portfolio of SRM
Our sales department is proactively demanding an overview
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from Figure 7 that among 50 respondents, 
ten respondents indicated that 0-20 % of 
the value addition, six respondents indicat-
ed that 21-40 % of the value addition, five 
respondents indicated that 41-60 % of the 
value addition, seven respondents indicated 
that 61-80 % of the value addition, and six 
respondents indicated that more than 80 
% of the value addition is sourced from the 
supplier network. On the other hand, it is 
surprising that almost 16 respondents indi-
cated that they do not have any knowledge 
about such a concept.
Main barriers: 70 % of the 
respondents point to a lack of time
The respondents were provided with a list 
of barriers and asked to evaluate the rele-
vancy of barriers for working with SRM. It 
is evident from Figure 8 that lack of time 
(more focus on daily operations) is the top-
most barrier for working with SRM (70 % 
of the respondents). The second topmost 
barrier for working with SRM is lack of 
methods to make the benefits visible (38 
% of the respondents) and the third top-
PERCENTAGE OF VALUE ADDED SOURCED FROM THE 
SUPPLIER NETWORK


















21-40 % 41-60 % 61-80 % >80 % Not applicable
(N/A)
MAIN BARRIERS FOR WORKING WITH SRM (THE RESPONDENTS HAVE EACH MARKED 3)














0% 10% 20% 30% 40% 50% 60%
Lack of economical/financial resources
Internal rivalry between business functions
Too poor master data
Other
Lack of technological capabilities
High complexity in our supply chain
Lack of alignment between corporate
strategy and the sourcing strategy
Lack of top management focus/attention
Lack of internal competencies
Too much silo mentality
Lack of appropriate performance measures
Lack of methods to make the benefit visible 
Lack of time (more focus on daily 
operations)
70% 80%
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most barrier for working with SRM is lack 
of appropriate performance measures (28 
% of the respondents). In addition, 24 % of 
the respondents indicated that too much 
silo mentality, lack of internal competen-
cies and lack of management focus/atten-
tion are further barriers for working with 
SRM. Some of the respondents (22 %) also 
indicated that the lack of alignment among 
corporate strategy and sourcing strategy is 
a potential barrier for working with SRM. 
The ‘other’ barriers, mentioned by the re-
spondents, for working with SRM include:
 ❙ Establishing a shared holistic view of the 
entire value chain
 ❙ Other projects prioritized
 ❙ Onboard internal stakeholders
Conclusion
This mini-survey has focused on an impor-
tant theme of SRM. The data reveals that 
the panel members do find SRM relevant, 
but also that they only practice it to some 
degree (with an average score on 2.80). 
Moreover, only 20 % work with a special 
SRM model or methodology indicating a 
need for a more structured SRM approach 
among the panel members. An interesting 
finding is, that although SRM is playing a 
major role for companies’ competitiveness, 
the panel members find it hard to meas-
ure the SRM effort into hard benefits. This 
also indicates a development area, which in 
turn also could lead to a higher degree of 
top management awareness when one can 
document that SRM does pay off! The data 
also shows that SRM is not well understood 
by other functions in the company which 
indicates a need for internal marketing ef-
forts to promote SRM. Main SRM practic-
es are listed as differentiated approach to-
wards suppliers, supplier development and 
joint product development. Almost half 
of the respondents update their SRM clas-
sifications with more than two years in-
tervals. Finally, main barriers for working 
with SRM are reported as lack of time, lack 
of methods and lack of appropriate perfor-
mance measures. 
We do hope that this mini-survey can help 
stimulating discussions on the status of 
SRM in your company. Are you at the right 
level, and if not, what should you do about 
it? /
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